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Freddie Changes Student Loan Debt National Average Mortgage Rates
Calculation
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A new Bulletin from Freddie Mac makes several changes to its Seller Guide.
The most impactful changes relate to the way sellers can calculate student
loan debt for inclusion in the monthly payment debt-to-income ratio.

Under the current policy, when a seller cannot provide the monthly payment
required on a student debt from information on the borrower's credit report,
it must obtain other documentation with that information to include in the
monthly DTl ratio. The new guideline allows the seller to use credit report
information where available, but lacking that, to assume the monthly
payment is 0.5 percent of either the original loan balance or the current
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Rate Change Points

balance, whichever is greater. Mortgage News Daily

30 Yr. Fixed 6.89% 0.00 0.00
Fredd[e.Mac says traditional student loan re.payment plans prowd?d for fully 15 Yr. Fixed 6.33% +0.01 0.00
amortizing monthly payments and were typically reported by credit bureaus. .
However, income driven repayment plays that are subject to annual 30 Yr. FHA 6.33% +0.01 0.00
recertification of the monthly payment amount are becoming more 30 Yr. Jumbo 7.05% 0.00 0.00
prevalent. 5/1 ARM 6.58% 0.00 0.00

. . . . Freddie Mac
Allowing use of the 0.5 percent calculation reduces the risk of potential
- N i

payment shock if a payment increases after the annual recertification. The 30 Yr. Fixed 6.77% 0.09 0.00
borrower, however still has the benefit of using a lower payment amount 15 Yr. Fixed 6.05% -0.11 0.00
than would be required under the traditional fully amortizing repayment Mortgage Bankers Assoc.
plan. 30 Yr. Fixed 7.00% 003 0.60
Where a student loan is in deferment or forbearance and no information is 15 Yr. Fixed 6.63% +0.07 0.61
available from the credit report or mortgage file indicting the anticipated 30 Yr. FHA 6.87% -0.03 0.92
payment, the seller must currently assume 1 percent of the outstanding 30 Yr. Jumbo 7.13% +0.02 0.38
balance to calculate the DTI. The new rule allows the 1 percent calculation 5/1 ARM 6.22% 0.16 0.60

using either the loan balance or the outstanding balance, whichever is
greater, where the credit report does not provide a payment amount.

Rates as of: 7/22

Recent Housing Data
No additional documentation will be needed from the borrower under these Value Change
new guidelines. Mortgage Apps Jul10 206.1 -0.19%
Freddie Mac has also added new guidelines that will allow the seller to Building Permits Mar 1.46M  -3.95%
exclude student loan payments from the DTl ratio if there is documentation Housing Starts Mar 1.32M -13.15%
that indicates the student loan has ten or fewer monthly payments remaining New Home Sales Mar 693K +4.68%
unt|I.|t is forgiven cancelled d|scha|.’ged or, in the case f)f an em.plo.yment Pending Home Sales Feb 756 +1.75%
contingent repayment program, paid. The same exclusion applies if the o

Existing Home Sales Feb 3.97M  -0.75%

borrower is eligible for such debt elimination and there is no reason to think
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it will not occur, or where the loan is currently in forbearance or deferred Value Change
and will be expunged when that status ends. Builder Confidence Mar 51 +6.25%

The company has also updated its requirements to permit installment, revolving and lease payments as well as mortgage
payments to be excluded from the DTl calculation where another party has been making the payments on the debt for the
most recent 12 months. The party making those payments will no longer be required as a cosigner or guarantor on the
excluded debt.

The new requirements will be effective for mortgages with settlement dates on and after January 18, 2018, but sellers may
implement the changes immediately if they wish.

Other issues addressed included in the new Bulletin (Number 2017-23) include technical changes to appraisal requirements,
and pool maturity and issuance updates.

Update: Buyer Broker Agreement

After requests from real estate companies, a nonprofit consumer watchdog group the Consumer Federation of America has
developed a list of factors to consider when creating a buyer contract in preparation for upcoming practice changes in the
industry.

CFA released its “Proposed Criteria for Evaluating Home Buyer Contract Forms” on Tuesday. The 15 criteria focus on the
contracts’ form — whether the documents are readable and understandable — and content — whether they are fair to
homebuyers.

-the document’s expiration date (CFA recommends buyers asks for a three-month contract and never sign one longer than
six months)

-the right to terminate the contract

-the disclosure that compensation is negotiable

-the broker’s compensation clearly stated and that the buyer broker can’t receive additional compensation for facilitating a
sale

-that any additional fees, such as for showing a home, will be deducted from the broker’s commission if there is a successful
sale

-that the commission is due only if there is a successful closing

-that buyers have an obligation — for no longer than 60 days, CFA recommends — to pay a broker who earlier showed them
a home they purchased after the contract ended

-seller concessions paid directly to buyers

-dual agency not pre-approved by the contract

-an explanation of how a broker treats different buyer clients interested in the same property

-that buyers should not be required to first go through mediation or arbitration if they have a complaint

Contact me for more information. 702-303-0243 or TPayne@loandepot.com
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